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The Unpopular Personal Property Tax 


O NCE upon a time in this country the property tax was imposed upon all 
kinds of property and they were all taxed at the same rate. This was consid- 
ered to be such a desirable state of affairs that many states sought to insure its 
continuance forever by embedding in the state constitution a provision that all 
taxation shall be equal and uniform. 

After a while a number of persons began to realize that some types of prop- 
erty could be taxed much more readily and much more equitably than other 
types, and the old omnibus general property tax began to break up. Some parts 
of the general property tax base were sloughed off, some were subjected to dif- 
ferential treatment by constitutional or statutory provisions, and some were 
quietly ignored or minimized by administrative officials. 

It was realized that general property fell into two major categories that were 
quite dissimilar. These were real property and personal property. The latter 
category comprised everything that was not included in the former. Each of 
these categories was further subdivided into two subclassifications. Real estate 
consisted of land and improvements. Personal property consisted of tangibles 
and intangibles. Moreover, each of the subclassifications could be further sub- 
divided into dissimilar categories. Probably the greatest diversity in any of these 
categories is found in tangibles which include such diverse items as gold 
vatches, livestock, household furnishings, merchants’ inventories, tools, and 
countless other things. 

In 1933 the taxation of personal property, both tangible and intangible, was 
abolished by New York State for both state and local purposes. The New York 
Times editorialized on the event as follows: 


Sometimes a tree which has withstood the Winter's gales will fall on a calm Sum- 
mer’s night. Human institutions occasionally take the same course, as in the case of the 
bill signed this week by Governor Lehman, repealing the personal property tax. It was 
a hoary ancient, which in its prime had put out a pleasant cover of green leaves to 
shade the tax collector, In 1866, for example, personal property in this city accounted 
for more than a third of the assessment roll, But in time the city came to lean more 
and more heavily on real estate, the income tax was adopted, and the personal property 
tax gradually sank into disrepute. Of recent years it has been a mockery. Assessed by 
guesswork, fortified by a hasty conning of the telephone book and the Social Register, 
it has been productive of little but ill will. By 1925 its share of the local burden had 
dropped to 2 per cent; last year less than $2,000,000 was actually collected from this 
source. For years merchants and other business men have carried on an agitation for 
the repeal of this impost.! 


Delaware achieved practically the same result by enumerating large cate- 
gories of personal property not subject to the property tax. Several states have 
abolished the taxation of intangibles, and almost all states exempt some specific 
classes of both tangible and intangible property. In some states personal prop- 
erty and real property continue to be tied together in the tex system like an out- 


1 The New York Times, April 29, 1933. 
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worn marriage which persists not because of any natural affinity, but because 
the difficulties involved in separation appear too great to be encountered. 

The perennial dissatisfaction with personal property taxation now appears to 
be faring up in vigorous denunciation and proposals for change, in various sec- 
tions of the country, as indicated by the following comments culled from re- 
cent reports of tax study committees and research agencies in various states.” 


COMMENTS FROM TENNESSEE 


As it is presently administered, the personalty tax is anything but fair to those 
taxpayers who do pay it. Perhaps go% of the taxpayers who should be paying this tax 
are not paying it. ... 

‘The question naturally arises: Should not a law so generally ignored or violated be 
repealed? The answer probably is that in this case the repeal would require a constitu 
tional amendment as well as a change in statute. The problems arising in connection 
with the administration of the personalty tax have become the serious concern of many 
ot the county judges and other county officials in “Tennessee. Many officials feel that 
however difficult it may be to amend the Constitution, the eflort should be made now. 
‘They point out that non-enforcement of this phase of our tax laws creates difficulties 
in the enforcement of other phases and breeds disrespect for the law in general. 

—Property Assessment Administration in Tennessee, 1955-56, Report to the 
County Tax Assessment Subcommittee of the Legislative Council Commit 
tee, Nashville, 1956, p. 13. 


COMMENTS FROM WISCONSIN 


. the personal property tax is the most burdensome and unpopular tax in the State 
and one which should be eliminated when revenues permit. In the meantime, attempts 
to alleviate its harshness by changing assessment dates or methods of valiation and 
provision of special rates are completely blocked by the requirement of Article VIIL of 
the Wisconsin Constitution which states: “The rule of taxation shall be uniform... . 

—Wisconsin, Committee on Revenue Sources, Report to the 1957 Wisconsin 
Legislature, Madison, 1956, p. 37. 


COMMENTS FROM NortTH CAROLINA 


Since the problem has been presented to the Commission as such a pressing and im 
portant one, we recommend that the General Assembly consider whether it be advisable 
to offer to the people a Constitutional amendment to exempt all or certain classes of 
intangibles from property taxation so that the will of the people be known on this 
question, 

There was considerable variety in the opinions of the members of the Commission 
as to the proper theoretical or practical manner of treating the various classes of intan 
gible personal property for tax purposes. The Commission believes, however, that col 
lections from intangibles taxes should be entirely local revenues since the State govern 
ment itself levies no general property tax and since the tax is in lieu of local general 
property levies against these classes of property. It is, therefore, recommended that the 
State continue to collect the tax because of the impracticability of local administration 
but that one hundred per cent of the net collections be distributed to local units instead 
of the present eighty per cent. Additional minor changes for the convenience of the tax 
payers have been recommended. 

-North Carolina, Commission for the Study of the Revenue Structure of 
the State, Report, Raleigh, 1956, pp. 10-11. 


2 The reader is also referred to the study of Equalization Programs and Other State 
Supervisory Activities in the Property Tax Field: Preliminary Report, published by the 
Federation of Tax Administrators in January, 1957. 
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COMMENTS FROM NEw JERSEY 


Ihe general property tax in New Jersey is no longer general and there is some ques 
tion whether it is a tax or a negotiated contribution for the support of government. 
Intangible personalty has been removed from the base. In the case of corporate held 
intangibles, a modest net worth tax replaced the ad valorem levy. In the case of intan 
gibles held by individuals, there was exemption without replacement, and this form of 
property is at present tax free in New Jersey. 

fangible personal property nominally remains part of the general property tax base, 
but the full value of this property is not now or ever has been part of the base. As has 
been pointed out, this Commission has reported on at least two occasions that the taxa- 
tion of personal property in New Jersey is both a scandal and a hazard, and in 1947 
urged in the strongest possible terms that, 


1. Taxation of household goods and personal effects should be abolished. 


2. ‘Taxation of inventories of raw materials, work in process, finished goods and 
the stock-in-trade of merchants should be abolished and an appropriate form of 
excise tax adopted in lieu thereof. 


faxation of machinery and equipment should be continued as part of the gen- 
eral property tax, administered in the same manner as the tax on real estate, 
but at a fractional assessment of its true value, which shall be presumed to be 
its book value. 


The methods, practices, and procedures for the administration of the tax on 
personal property should be completely modernized in recognition of the com 
plex economy of an industrial state. 


A special study should be made of the taxation of farm livestock and machinery 
so as to conform the taxation of such personal property to such uniform stand 
ards as are applicable to it, and consistent with the treatment adopted for other 
forms of non-farm personal property. 


New Jersey, Commission on State Tax Policy, Sixth Report: The General 
Property Tax in New Jersey—A Century of Inequities, Trenton, 1953, 
p- Xvili. 


COMMENTS FROM MIssouRI 


The laws of the state and the charter and ordinances of the city provide a legal 
basis for this source of taxation. However, the public does not agreeably accept taxa- 
tion of personal property and there is considerable evidence of resentment about this 
tax, primarily because of the method of assessment and the gross inequalities which 
develop as a result of such. It would be practically impossible to eliminate such inequal.- 
ities because of the extreme difficulty of developing a process for assessing all personal 
property on an equitable basis without creating a cost which would be prohibitive in 
proportion to the amount of taxes collected. 

\s previously stated, this source of revenue will tend to follow inflationary and de 
flationary conditions to a limited extent. While there is no evidence that this source of 
revenue actually keeps people or business from moving into or causes them to move 
out of the city, there is evidence that this particular tax meets with considerable oppo 
sition. 

It can be generally assumed that personal property taxes will be accepted without 
considerable Opposition only so long as the assessments are a very low percentage of 
actual value. If this condition is changed, then this tax would probably have consid 
crable effect on individuals and businesses moving into the city. 

From the “spot checks” of the personal property assessments which we studied, 
our committee observed the very wide discrepancies and inequalities in the personal 
property assessment. There is evidence that a special effort has been made to put these 
assessments on a relatively equitable basis; however, it is most difficult to do so and 
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probably cannot be done. It might be observed that no form of taxation is completely 
fair to everyone. 
—Kansas City, Missouri, Municipal Revenue Communission, Rep 
Kansas City, 1956, Volume 1, pp. 18-19. 


COMMENTS FROM MINNESOTA 


In examining Minnesota’s tax problems, the Research Stath and the Committee itselt 
found the property tax to be the most deficient major element of the Minnesota tax 
system not only in terms of its inequity in structure and enforcement, but also in its 
discriminatory impact on industry and agriculture. In particular, the household goods 
and inventory segments of the personal property tax were found to suffer from gross 
inequity and to bear unduly hard on certain groups of taxpayers. In response to these 
findings, the Committee’s major recommendations for tax reform and tax relief relate 
to the property tax. 

The property tax lies at the very heart of independent and responsible self-govern 
ment at the local level. Without it, local governments could not hope to continue as 
independent units. Therefore, the revision and strengthening of this source is perhaps 
the most vital step to be taken in strengthening the financial underpinnings of demo 
cratic self-government. 

In accordance with this conviction, the Committee wishes io lay before the citizens 
of Minnesota a comp: chensive program for revitalizing this tax by (1) reforming the 
assessment system; (2) providing for more effective taxpayer redress and assessment 
equalization; and (g) removing or reducing the weakest elements of the system, namely, 
the household goods tax and the inventory tax, for which it has been found virtually 
impossible to establish fair and reasonably accurate valuations. . . . 

The personal property tax is generally considered to be the sorest point in our tas 
structure. Many classes of personal property are difficult, if not impossible, of accurate 
assessment, with consequent gross inequity between taxpayers; farm and manufacturers’ 
inventories are mainly goods in an intermediate stage of production and not as suit 
able a base of a property tax as other property; and household goods are particularly 
criticized as a tax base on the additional ground of the relatively high cost of assessment 
and collection of the amounts levied on this base. 

Given these weaknesses in many areas of the personal property tax, selective reduc 
tion of such taxation by reduction to a lower or zero classification rate would greatly 
improve the equity and the administrative efficiency of this whole area. 

In addition, to encourage growth and development of agriculture and business now 
located in Minnesota, and to encourage the location of new investment and property in 
the State, these selective reductions both reduce the burden of business and agricultural 
taxes at critical points, and give direct incentive to the expansion of investment and 
employment in the State. 

—Minnesota, Governor's Tax Study Committee, Report, St. Paul, 1956, pp. 568, 572. 


COMMENTS FROM LOUISIANA 


Studies should be made to determine the extent of inequities, in the application of 
the personal property tax to automotive vehicles. The high frequency of personal prop 
erty tax bills on vehicles, amounting to less than $1.00 each, and the high cost of ad 
ministration of this tax, suggest that the tax should be abandoned or made effective. . . 

New Orleans, Citizens’ Committee on Municipal Revenues, Preliminar 
Report to the Mayor and Councilmen of the City of New Orleans, Louisi 
ana, n.d., p. 18. 


COMMENTS FROM KENTUCKY 


According to these data assessments range from 73 per cent of value in Wolfe County 
to 20 per cent of value in Clinton County. It is significant that real property which 
should be seen and identified rather easily should be assessed at such ratios. If real 
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estate, the most obvious type of property, is generally so poorly assessed, one can only 
wonder about the state of assessment of other properties which can be easily concealed. 
Measurements are dificult to make but it is a virtual certainty that most classes of 
tangible personal property are assessed at a much lower ratio than real estate. The 
problem of omission is also serious. Intangible personal property such as stocks and 
bonds and the like, if not omitted, are assessed at full value. Accounts and notes receiv- 
able and money in hand, however, frequently escape assessment entirely or are often as- 
sessed at a low figure. 
Kentucky, Legislative Research Commission, Taxation: Property Taxes, 
Report to the Committee on Functions and Resources of State Govern- 
ment, Frankfort, 1951, p. 14. 


COMMENTS FROM FLORIDA 


\!} of the tax assessors questioned were in agreement that only a small portion of 
personal property was included on their tax rolls. In general, the assessors in the small 
counties depend almost entirely on the returns for discovery of personal property. They 
admit that returns are often unreliable but they prefer not to investigate individual 
taxpayers because people tend to resent personal visits by the assessors for this purpose. 
In these counties, merchants’ inventories, industrial equipment, and livestock, which 
are personal properties relatively easy to locate, make up most of the personal property 
tax rolls. 

Ernest E. Means and W. M. Martin, County Property Tax Assessment in 
Florida, ‘Vallahassec: Florida State University, School of Public Adminis- 
tration, Bureau of Governmental Research & Service, 1957, p. 20. 


Ina study of Taxation of Intangible Personal Property in Florida, by William 
P. Dillingham and William M. Griffin, the writers analyze the present role of 
intangibles taxation in the state and the difficulties of assessment, but neverthe- 
less conclude that “The intangible personal property tax should be retained and 
strengthened in every possible way.” 


COMMENTS FROM UTAH 


In a system of taxation which includes individual and corporate income taxes, it is 
neither necessary nor desirable to assess intangibles on an ad valorem basis as part of 
the property tax. 

[his leaves as potentially taxable household goods (which should no longer be 
taxed) and personal property used in business, such as machinery and equipment, in- 
ventories of raw materials, work in process, semi-finished goods and finished goods of 
beth manufacturers and merchants, and furniture and fixtures. It also includes motor 
vehicles of all kinds whether used for personal or business purposes. 

The taxation of personal property has been a subject of controversy in many states. 
fo a large extent, inequalities of treatment among taxpayers are even greater in per- 
sonal property assessments than they are alleged to be in real property assessments. .. . 

\s a matter of general tax policy, there may be a question whether a state like Utah 
which already has corporate and individual income taxes and a consumer sales tax, 
should properly tax inventories of merchandise, raw materials and semi-finished goods, ( 
and livestock of farmers, either at the same rates as real estate or as part of the general 
property tax at all. Such inventories are a current asset, have value solely for the pur- 
poses of resale, and are taxed as economic goods by the other three taxes. . . . 

It is a sound policy under the present Utah tax structure to exempt intangible per- 
sonal property from the property tax, but it is not feasible to consider the exemption 


3 Tallahassee: Florida State University, School of Public Administration, Bureau of 
Covernmental Research & Service, 1956, p. 47- 
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of inventories of livestock and merchandise from that tax and the replacement of their 
tax yield from other tax bases. 

—John F. Sly and William Miller, Tax Policies in Utah, Report Submitted to 
His Excellency, Governor J. Bracken Lee, and the Utah State Tax Commis 
sion and the Utah Legislative Council, Salt Lake City, 1954, pp. 61, 68. 79. 


COMMENTS FROM CALIFORNIA 

Personal property taxation in California is carefully analyzed in a recent re- 
port and pro and con arguments concerning it are presented. The committee 
recommended that 


... pending the development of more adequate information and data to substantiate 
both the charges and the remedies, the ad valorem tax on tangible and intangible per- 
sonal property be retained in its present form and that it continue to be applied to all 
types of personalty now included in the tax base. It further recommends that every 
effort be made to improve the administration of the present tax, especially im the dis- 
covery and assessment of all types of personal property. 

—California, Senate Interim Committee on State and Local ‘Taxation, Re- 
port: Part Two—The Taxation of Personal Property in California, Sacra 
mento, 1955, Pp. 14- 


Pro AND Con DiscussiON OF TANGIBLE PERSONALTY TAXATION 


In 1950 the Tax Institute published a Forum Pamphlet on the question 
“Should Taxes on Tangible Personalty Be Abolished?”! The committee plan- 
ning the pamphlet was careful to select contributors representing opposing 
points of view. In a Foreword to the pamphlet, Alvin A. Burger, Chairman of 
the Forum Committee, said: 


One of the important existing revenue sources commanding a great deal of attention 
every time tax revision is discussed is the tangible personal property tax. Long a sub 
stantial revenue raiser in the taxing systems of many states, it has produced just about 
as many administrative problems as any tax conceivably could. In state after state the 
question arises almost perennially: Should the tax be abolished and replaced by some 
thing else, or should it be streamlined somehow so as to produce more revenue in more 
equitable fashion? In many places there is a growing desire to resolve the issue once 
and for all.5 


Philip H. Cornick, Institute of Public Administration, in opposing the tax, 
said: 


The facts concerning the difficulties both in the assessment and in the collection of 
taxes on tangible personalty cited above have not gone unnoted in legislative halls. For 
many decades, type after type of property included in that omnibus term, tangible 
personalty, has been given total or partial exemption from taxation on the local tax 
rolls in state after state. In addition, local assessors, confronted by an impossible task, 
have provided additional exemptions by administrative means. . . . 

Any reversal of the half century old trend toward the complete elimination of all 
types of personal property from local property rolls would be a step backward. The 
industrial revolution, which made possible the tremendous streams of interstate and 
international trade, spelled the end of a type of taxation which was feasible of admin 
istration only when movable properties consisted of relatively few types, and rarely 
traveled more than a few miles from point of production.6 


Forum Pamphlet Five, New York, 1950, 24 pp., 50°. 
5 Tbid., p. iii. 
6 Ibid., p. 8. 
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Joseph S. Martel, Vice President, McKesson & Robbins, also vigorously op- 
posed the taxation of tangible personalty: 


... The most glaring instance of the inequality of the tax burden is in connection 
with the value of merchandise inventory subject to the property tax. . 

‘The examples of tax burden variations as between businesses and as between loca- 
tions could be multiplied many-fold by reference to actual statistical figures of many 
more businesses to the point of establishing to the reasonable satisfaction of disinter- 
ested parties the inequality and unfairness existing in the taxation of personal property 
ad valorem. ... 

The time has certainly come for abolishing the personal property tax on tangibles 
and the substitution of an in lieu tax to take its place. Since this system is a very old 
institution and is so deeply imbedded in our tax laws, one must recognize the practical 
difficulties in abandoning the system even when great abuses are shown to exist. Not 
only is this system uneconomic, unscientific, unsound, undemocratic and unequal, but 
its administration is frequently vicious. . . . 

It is the writer's opinion that the personal property tax is the most burdensome from 
a sales percentage standpoint of all the state and local taxes. From the administrative 
standpoint, it is even more onerous.? 


A different point of view was expressed by Henry F. Long, Commissioner of 
Corporations and Taxation, Massachusetts: 


Repeal of the tax on tangible personal property is undesirable for three reasons. 
First. historically it was of great importance and still is a major source of revenue for 
the local communities. Second, it reaches thousands of taxpayers who otherwise would 
make no direct contribution to the cost of local government on a property basis. Third, 
as yet no effective substitution for a tax on tangible personal property by any other 
means has been suggested. . . . 

‘The assessor in a commonwealth as industrialized as Massachusetts finds increasingly 
that the title to real estate is in the hands of a relatively small part of the popula- 
tion. . 

Under our constitutional provisions that all property shall bear its proportionate 
burden of the cost of government, it is highly desirable that there be an opportunity 
given to the owners of tangible personal property to contribute to the cost of govern- 
ment. The emotional satisfaction, which finds its expression in the ownership of fine 
furniture, paintings, jewelry, rugs, libraries, antiques and other exemplifications of 
“good living.” is just as manifest as in the ownership of good real estate from which 
no income is derived. .. 8 


Dr. Harley L. Lutz, Professor Emeritus of Public Finance, Princeton Univer- 
sity, also refused to advocate outright abolition of the tax: 


fhe issues involved in the question of taxing or exempting personal property can- 
not be dealt with satisfactorily by any one policy to be applied everywhere under all 
circumstances and conditions. .. . 

In short, there are sections in which personal property taxation can safely be dis 
pensed with, and in which the people would approve such a course. There are other 
sections in which this tax is important, relatively, and in which no acceptable substi- 
tute tax is at hand. He would be a poor tax counselor who would seek to force upon 
all states complete uniformity of procedure, either as to the taxation or the exemption 
of personal property.9 


pp. 11; 12,13, 26. 
*Ibid., pp. 17-18, 19. 
9Jbid., p. 21. 
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